jervice Oepartment of the Treasury

g_D-E /\j O 015-7 31 Hopkins Plaza, Baltimore, MO 21201

Parson to Contact:
Telephona Numbaer:

Rolor Reply to:

Date: _MAY_2_6,1998 .
<WJUN 22 1998

Dear Applicant:

We have considered your application for recognition of exemption from Federal

lncome tax as an organization described in sec*ion 501(c)(3) of the Internal
Revenue Ced-.

The 1nformation submitted indicates that your were incorporated under the
A Nt For Profit Corporation Act on ERNpet® ou .ore organized
for the qeneral purposes described under section 501(c)(3) of the Internal
Revenue Cod-, as well as for a greater number of specific purposes as
stated in tLhe organizing document .

The description of activities provided in your application form 1023 indicates
YOWr purpose as teaching basic job skills, teaching individuals how to fill
out job application, how to present themselves for job interviews and to offer
tutorial programs to help those who do not have a GED. For those having some
hasis skills, you state you will ofter some jobs, but alsc offer them complete

assistance in opening their own business through a "Business Incubator
Pvogram'

plan, help individuals obtain financing and offer support servicas such as tax
plarning, accounting, further professional training and a network of people
that can assist them beyond your services.

You further indicate that you "will also offer safe, decent and affordable
housing to those cf low and moderate income. The three phases will lalp te

create jobs and assist in self-sufficiency for those in transition from
Welfare".

You contend this wlll lessen the burden of the government and thus, the
taxpayers. You believe the participants themselves, will become "taxpayers'.

Our letter dated “requested that you provide specific detail
regarding past, present and Planned activities of Your organization. This was
pursuant, to information contained in the application as well as the purposes
ldentified in your articles of incorporation (i.e. pProviding Child Care, Homes
for the Elderly or Handicapped ard operating a School). You respcnded by

indicating that "At the present time, we have no intentions of lmplementing
operations. : ‘




The reason these activities are listed in our Articles of Incorporation 13
is to keep future costs of having to amend those articles. Bvery time that .
we have to amond the articles, we have to pay the preparer, as wall as the

' - You state the activities may be implemented at a later
date, howsver, for now you wero limiting your operations to tmoge listod in
in the Form 1023, Application fou Exemption,

In this regard, you provided some informatjon concerning your propossed

plans to operate a "Business Incubator Program™ and the provision of
affordable housing. We asked that you dascribe any rites an'  ag inwilvd
ard the time framss the organization had eatablished to meet stated qoals
and objectives. ' L g

You indicated the “Burinesa Incubator Program" was deaigned to draw off of the
exrorlences of successful buginess ‘leaders to aszist othsrs who would like to
Aen a husiness of their omn,  You would provide guidance in the developmont
of critically needed business plans, assist those persons in their applicatiorn
for obtaining financing, and quidance in establishing contr.acts for obtaining
gooxls ., and/or servicws hecessary for the operation of those businesses.

You atated that currently, You would not be able to provide loans fou
businessas however, if you wore to obtain the funding, -would provide such
loans.  You stated that interest rates would be below markat and that any fang
would be based upon a persen's ability to pay (a 8liding scale) but not as yelt
detarmined,

The infurmition which you provided concerning the provision of affordable

bousing indicates, that in the beginning of the program, a referral system

would be used to stear persons to existing affordable housing. If funding
ebt1ined, you will provide assistance to have the housing weatherized, gafe
and decent. [f further funding i obtained, you may enter the construct ion

atfordable housing but also provide jabs and on the job trainine te persont
entering the job market from the welfars volls. - You believe tho. as a result
of your activity, governmental burdens ‘w. .1, 4n turn, be lesuaned.

In a3 much as the afoz'mntidmd activity, ai“_y_ou' state, is directed toward a
“haritable ¢lass, you indicate that You cannot or have not established a b
{tame within which you pPropose or plgp po__mlish the stated goals or

L :

You state the operation will be ongoing :hs~’fundim 14 obtained. whils
APPCANING positive about your proposed operation, you express little
confidence 1n cewuring the necassary funding. ' The budgets you provided
Solade el hares primatvily for occupancy and fundraising, with no other

perat tng ongts.




Section 501(c)(3) of the Code provides for axemption from Pederal income tax
for organizations organized and operated axclusively for charitable, .

educat.ional, religious, or scientific PUIDOSes, no part of the het earnings
of which inures to the benefit of any private shareholder or individua].

Section 501(c)(3)-1{c)(1) of ‘the Requlations states that an organization is
oporated axclusively for the purposes set out in 8ectlion 501(c)(3) of the

Code only of aubatantially all of ita activities are -in furtherance of theseo
pPuUrposes . T )

Revenue Procedurs 90-27, published in Cumiilative Bulletin L. oon page 514,
provides, in part, that exempt status will.be recognized ip, ‘ance of
oberarions if proposed oparations can. be deacribed in sufficient detail to
permit a conclusion that the organization will clearly meet the part faular
r"quirements of the saction urler which axewpt ion . ix Clalmed, A more
veiitalamont of purposes or a statement that propoges that activities wil] ey
In furtherance of such purpases will not satisfy this requiremsnt. The
vrganizat ton myit fully deacribe the activities in which LLoaxpects to engage
including the standards, criteria,. procedures, or othre woans Mdopted or
Plannel, and the nature of ontemplated wgenditures. Whare the organization
canhot demonstrate to the satisfaction of the Service that its progs e
Activitios will be axemt, a recard of actual oparations may e requyped
bofove a ruling or detemlnation ‘letter will be issued,

Revene Procedure 95-4, publismtag in" Cumitlat ive "Bu.lletin 1995-1, at gect 1oy,
S movides that the fervice may dacline tg insue a ruling or determinat ion
lettvor whonever warranted by the facta or ciramm aof a Particular cave.

While yo are organ izl waherally for section 501(C)(3) PUrposes, there arg o
Nt of apeci fical ly stated Plrposes which you've pProvided no descript ion
thetaof .  [n adlition, the Proposed activities which you have discussed, have
not been sufflciently described to permit a conclusion that the activitias
would e conducted in a Ranner that will meet thy roquiremonts of fection
SOT{eY(3). You have not sifficiently deacribed the Banner, metlhcxls,
Shaslards, criter]q Or weans adnpted, bar have you adequate ly vxplained Lha
natnire Gf e oxpeixlit ureg contesgplated, ) '

Moreove | 4 detarminat ton of whether an organization 1z lessening the Mardens
OF GOveriu-nt VAU ray Ansideration'of whather the organization's Activit ing
AL At v Lio: P hat g Jovernmental unit congiders to be its burderws, arxi
Whether sl activit vy Aactually "leagen™ such Qovermmental burden,
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The fuct that an organization is nev?‘is mt adee.nte ‘reason not to be able to
provide specific detail regarding plamod opcratiom

On the authority of tha above Revmm Proooq,xrea. it is hald that a record of
actual operations will be required baioro a tullnq or determination iz issued.

After you have operated for a poriod o! tim suffic'lent to perait a conclusion
that your operations will clearly fall. wit.hln tha acope of section %501{c)(3)
of the Internal Revenus Code and a nwmidexatlon of your exeupt atatus is
desired, a new application for uxwticu MY be filed with thix effice.

In accordance with this chr.ominatmn ynu arp required ta t ‘adaral incoms
tax returna on Porm 1120, .

D B

Contributions to your organization’are not doductihla b& deiwes undar gection
170(¢)(2) of the Code. .

In accordance with the provizions of section 6104(:-, of the Code, a copy of
thig letter will be sent to the appropriate Stam officlials.

1f you do not agree with our detamlmtion, you may recuest conslderatlon of
this matter by the Office of Regional Directar of Appealx. To do thisz, you
should fila a written appeal as explaiied in the enclossd Publlcation 892,
Your appwal should give the facts, law, and any otlwr informition to aupport
vour position., Tf you want a hearing, ploasu roquaat it when you flle your
appoal andd you will be contacted, to armma a dato

The hwaring may be hald at the reqi.onal Otfim, or, iLf you vequest, at any
matually convenient distzict office. . If you will bo represented by somecrw
who 3 not one of your principal officers,’ thnt. parzon will meed to file a
power of attorney or tax iniormtlon wthori;ation vith us,

If you don't apgpoal this detornlxmtiou \vithh'. 30 days from the date of this
lettur, as axplained in Publication 892, this letter will become our final
detorminat ilon on this matter. Purther, 1f you do not appeal this
dutormination in a timely manner, it will be considered by the Intermal
Revenue Service as a failure to axhaust administrative reucdles, Secticn
THE(LI(2) of rthe Code provides, in part, that "a declaratory )judgesent or
decren wkler this nacticn section shall not. be issued in any proceeding unless
the Tav Courl, the Claime Court, or.the district court of the United Btates
for the District of Colhwbia dotoruinu that the organization lnvolved has
axhausted all a\hnim strative mme-dlea ml.]abla to it within thw Internal

Rowelitls Service,
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Appeals submitted which do not conud,n all the docmentatim raqulred by
Publication 892 will be returnsd ior ccaoleticn. et

If you have any questions, plem contact tho .person whose name and telephone
number is shown in in the headim o£ t.hin lottex:. :

- .“.

b Binctroly, L
-Paul H. Haxrinqton

District Director
Southeast Koy District

Enclosure: Publication 892
cc:  State Attorney General gl
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